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Safe Harbor Provisions for Forward-Looking Statements
This presentation and the accompanying oral statements may contain forward-looking statements within the meaning of the federal
securities laws. Statements regarding future events, developments, the Company's future performance, as well as management's
expectations, beliefs, intentions, plans, estimates or projections relating to the future (including, without limitation, statements
concerning revenue and net income), are forward-looking statements within the meaning of these laws and involve a number of risks
and uncertainties. Management believes that these forward looking statements are reasonable and are based on reasonable
assumptions and forecasts, however, undue reliance should not be placed on such statements that speak only as of the date hereof.
Moreover, these forward-looking statements are subject to a number of risks and uncertainties, some of which are outlined below. As
a result, actual results may vary materially from those anticipated by the forward-looking statements. Among the important factors
that could cause actual results to differ materially from those indicated by such forward-looking statements are: the volume and
timing of systems sales and installations; length of sales cycles and the installation process; the possibility that products will not
achieve or sustain market acceptance; seasonal patterns of sales and customer buying behavior; impact of incentive payments
under The American Recovery and Reinvestment Act on sales and the ability of the Company to meet continued certification
requirements; the development by competitors of new or superior technologies; the timing, cost and success or failure of new
product and service introductions, development and product upgrade releases; undetected errors or bugs in software; product
liability; changing economic, political or regulatory influences in the health-care industry; the effectiveness of M&A strategies and
integration efforts; changes in product-pricing policies; availability of third-party products and components; competitive pressures
including product offerings, pricing and promotional activities; the Company's ability or inability to attract and retain qualified
personnel; disruptions caused by corporate restructuring plans and business strategy shifts; possible regulation of the Company's
software by the U.S. Food and Drug Administration; uncertainties concerning threatened, pending and new litigation against the
Company including related professional services fees; uncertainties concerning the amount and timing of professional fees incurred
by the Company generally; changes of accounting estimates and assumptions used to prepare the prior periods' financial
statements; general economic conditions; and the risk factors detailed from time to time in the Company’s periodic reports and
registration statements filed with the Securities and Exchange Commission.

Copyright © 2017 Quality Systems, Inc.

2

Investment Highlights
1

New management positioning streamlined company for growth

2

Highly profitable, strong recurring revenue base

3

Large footprint with existing customers, massive cross-selling opportunity

4

Clear strategy to the cloud

5

Well positioned to capitalize on emerging fee-for-value / population health market

6

Significant cash flow with dry powder for both organic and inorganic growth
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Company Introduction
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NextGen Healthcare at a Glance
Our solutions provide our clients in the ambulatory care market with the
ability to redesign patient care and other workflow processes while
improving productivity through the facilitation of managed access to
patient information
NASDAQ: QSII
Market Cap: $820M (12/28/16)

7,000+

LTM Revenues: $494.3M (9/16, FYE 3/31/16)

Clients

Headquarters: Irvine, CA
Employees: 2,700+ worldwide

90,000+

Founded: 1974

Providers

Our Mission
Enrich the ambulatory patient care experience, promote healthy communities and
empower physician practice success while lowering the cost of healthcare
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2015-2016 Highlights
• Rusty Frantz appointed CEO (July 2015) to lead strategic initiative and drive
growth
• Divested Hospital Solutions Division of NextGen (October 2015) to focus
on core, ambulatory business
• Suspended Dividend (November 2015) repay debt and build “dry powder”
• Acquired HealthFusion (January 2016) leverage MediTouch platform as
cloud-based solution
• Announced results of business strategy review (April 2016) Cloud
Strategy to be based on Acquired MediTouch Platform; Corporate Structure
Streamlined for Client Responsiveness and Efficiency
• Significantly increased customer satisfaction and reduced attrition
(2H16) through salesforce training and simplifying the customer experience
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Broad Set of Solutions Focused on Ambulatory Care

Analytics

• Streamline and improve patient care

Patient Engagement

EHR

• Enhance care coordination
• Improve clinical outcomes
• Optimize financial results
Population Health

• Solve interoperability challenges

Interoperability

• Reduce per capita healthcare costs

Practice Management &
RCM Services
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Enabling Clients to Grow and Thrive

Optimize the
Client
Experience

Excel in a Value
based world

Increase Patient
Intimacy

Value
Proposition

Optimize Revenue
Lower TCO
Reduce
Operating
Costs

Improve Information
Visibility

NextGen Interoperability - Mirth
NextGen Patient Portal

NextGen RCM • NextGen EDI
NextGen Managed Cloud

NextGen PM • NextGen EHR
NextGen MediTouch

Market Evolution
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NextGen Population Health
Software & Value-based Services
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Experienced Executive Leadership Team

Executive

Title

Joined

Rusty Frantz

CEO

Jun 2015

Jamie Arnold

CFO

Mar 2016

David Metcalfe

CTO

Feb 2016

Scott Bostick

CCO

Mar 2016

Dan Morefield

COO

Sept 2012

John Beck

CSO

July 2016
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OutPurchase
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NextGen 2.0
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Disruptive Forces are Changing The Business of Healthcare
2

1 • As of July 2016, 632 vendors supplied certified health

Heightened Scrutiny on Quality &
Outcomes in a Value-Based World

IT to 337,432 ambulatory primary care physicians,
medical and surgical specialists, podiatrists,
optometrists, dentists, and chiropractors participating
in the Medicare EHR Incentive Program1

1

3

Increased
Importance of
HCIT and
Connectivity

3

Mandated Shift to Value-Based
Reimbursement

•

Accelerating
Industry
Consolidation

2

Broadening
Continuum of Care

•

MACRA creates new framework for
rewarding providers for better care
CMS to shift 30% of Medicare
alternative payment models 2016,
50% 2018

Increasing Patient
Volume & Aging
Demographics

6

4

3
4

CMS.gov
Forbes, July 2015

5
6

Modern Healthcare, September 2016
Advisory Board, June 2016
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• In July 2016, the Department of HHS proposed new
bundled payment models for cardiac care and an
extension of the existing bundled payment model for
certain hip surgeries3

4

• 10,000 people are now aging into Medicare every
day4, combined with new utilization from newly
covered populations driven by the ACA

5

• Every state except Vermont has reduced avoidable
hospital readmission rates, resulting in 565,000 fewer
admissions since 20105

6

• More independent physician practices are
consolidating to manage costs, lower administrative
burdens and gain market power6

Heightened Focus on Cost
Containment

Notes:
1
HealthIT.gov
2
Modern Healthcare, July 2016

• In July 2016, the CMS published composite Star
Ratings on ~4,000 hospitals based on 64 measures 2

We Enable Client Success in the Changing Ambulatory World

NextGen’s SOLUTION

CHALLENGE
1) Incentives drive EHR adoption and
communities increase their
technological diversity

Industry
Trends

2) Consolidations – mergers, acquisitions
and / or alliances / collaborations
3) Volume from healthier, employed
younger demographic (transparency,
patient satisfaction & service)
4) Patient financial responsibility is
increasing (patient access reps)

Financial
Pressures

5) Rising administrative costs &
reimbursement compression
6) In Hospitals, operating margins decline
to 1% (or lower)

We provide
The ability to redesign
patient care and
administrative
workflow processes,
improve productivity
through the facilitation
of managed access to
patient information,
while reducing the cost
of healthcare

7) Complex regulation & requirements
(ICD-10, 72 Hour Rule, ARRA, MACRA)

EPM & EHR

Messaging Capability & EDI

Interoperability Capabilities

Revenue Cycle Management

Regulatory 8) New risk sharing entities (89 new
Changes
MSSPs, 405 ACOs, clinically integrated

Managed Cloud Services

networks, bundled payments, direct-toemployer contracting, etc.)1

Note:
1
Advisory Board, January 2015
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Drive better patient outcomes,
improve satisfaction and
improve financial performance
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3 Phase Approach to Unlock Value “Progress Every Day”

GROW
BUILD FOR
INNOVATION

Revenue

DESIGN FOR SUCCESS

FY17+

FY16
FY 2016 Q2
(09/30/2015)

FY 2016 Q3
(12/31/2015)

•

Rusty Frantz
•
joined the
Company as CEO

•

Focus on client
experience and
employee culture

•

•

Began rebuilding
R&D to focus on
quality and
predictability
•
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Created strategic •
focus on
ambulatory care
market by divesting
Hospital Business
•
Began
accumulating dry
powder with
suspension of
dividend and
entering into a line •
of credit
Jeff Margolis
elected Chairman
of the Board

FY 2017 Q1
(06/30/2016)

FY 2016 Q4
(03/31/2016)

NextGen 2.0
announced in April

•

Closed product
portfolio gap with
acquisition of
HealthFusion

-

Launched ONE
Company initiative,
a client-centered
cultural
transformation
New leadership
team joined the
Company, including
a CTO, CFO and
CCO
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Kicked off 100 Days of
Team initiative

•

Restructured the
Company to:
-

-

•

John Beck joined
the Company as
Chief Strategy
Officer

•

Positive customer
feedback from our
User Group
Meeting (UGM)

•

Established highlevel strategy for
NextGenX

•

Launched our
path to MACRA
with customers

•

Launched first
value-based
readiness
services

•

Significant
improvements to
product quality

•

Presidential
election??

Initiative to unlock
the Company's value

•

Functionally align the
organization and
reduce costs
Simplify customer
interactions

FY 2017 Q3
(12/31/2016)

FY 2017 Q2
(09/30/2016)

Building a Unified and Aligned Organization – NextGen 2.0
NextGen Healthcare is on a journey to transform how we work together as an organization to
deliver quality products and services to our clients
• Restructured organization to become a client-centric, proactive partner rather than a
reactive relationship manager
• Simplified R&D structure with increased focus on quality and streamlined product
development; improved innovation via identifying market requirements
• Renewed focus on delivering comprehensive solutions rather than products to optimize
client outcomes

Before

NextGen 2.0

After

Product driven

Solutions driven

A more nimble / optimized
organization

Organizational siloes

Cross functional
collaboration

Superior client service
experience

Disjointed client
experience

Unified and simple vendor
relationships

Greater client loyalty

Complex organizational
structure

Efficient and agile
organization

Maximized efficiency and
effectiveness
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Aligned Around Five Key Strategies

1

2

3

4

5

Focus on core
ambulatory
client segment

Cloud
transition

Deliver
solutions

Population
health software
and services

More effective
use of capital
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Financial Highlights
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Diverse Revenue Streams
FY2016

FY2015

Software Sales

$70.5

$81.6

Maintenance*

165.2

169.2

Subscriptions*

55.4

44.6

EDI*

82.3

76.4

RCM*

83.0

74.2

Professional Services

36.0

44.2

Meaningful Cross Selling Opportunity

*Recurring Revenue

Copyright © 2017 Quality Systems, Inc.
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Strength of
Growth

Recurring Revenue on the Rise

85%

•

Recurring service revenue,
consisting of software related
subscription services, support
and maintenance, RCM and
related services, and EDI and
data services, increased to
$103.0M for Q2 FY17 from
$101.1M last quarter and
$96.0M in the year-ago quarter

•

Recurring service revenue
currently represents 81% of total
revenue, which is up from 77%
in the year-ago quarter

80%
75%
70%
65%
60%
55%
50%

Over 80% of our revenues are recurring in nature
Copyright © 2017 Quality Systems, Inc.
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Balance Sheet

$ in millions

• DSO reduced from 77 days
in FY15 to 67 days in FY16

Cash and ST investments

• Total excess liquidity of
$228.2M
• Debt/Adjusted EBITDA of
0.5x*

Note: Debt covenant ratios utilize different definitions and
calculations from ratios above
*EBITDA adjusted based on non-GAAP reconciliation items and
pro forma for divestiture of Hospital Solutions Division and
acquisition of HealthFusion as if completed on 4/1/15
^Q2’17 interest expense annualized
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FY2016

$26.2

$36.5

Accounts receivable

78.4

94.0

Other current assets

38.6

53.5

Current assets

$143.3

$184.0

Noncurrent assets

335.6

346.8

$478.9

$530.8

Deferred revenue

53.7

59.3

Credit facility1

48.0

105.0

Other liabilities

91.7

97.1

Total liabilities

$193.4

$261.4

Shareholders’ equity

$285.5

$239.4

Total liabilities & shareholders’ equity

$478.9

$530.8

Total assets

• Adjusted EBITDA*/Interest
Expense 28.5x^

FY2Q17

Total credit facility of $250M
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FY17 Guidance

Revenue
Non-GAAP EPS

Range

YOY Growth(1)

$494M - $510M

1.9%

$0.75 - $0.81

8.3%

• $202 million remaining on $250 million available line of credit

(1) As measured at mid-point of range
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Key Financial Takeaways

Diverse Revenue
Streams

Expansion
Opportunities

• Recurring revenue now
represents ~80% of total
LTM revenue as of June 30,
2016
• Revenue streams
comprised of diversified
product offerings
• Approximately [90k]
providers using our
solutions

• Spend directed to
enhancing the Flagship
NextGen platform
• Increasing investment and
focus on new products and
services

Leverageable
Infrastructure

• Expected R&D reduction to
enhance profitability which
will ultimately drive cash
generation

• More efficient org structure
produces increased EPS

Produces strong free cash flow
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Investment Highlights
1

New management positioning a streamlined company for growth

2

Highly profitable, strong recurring revenue base

3

Large footprint with existing customers, massive cross-selling opportunity

4

Clear strategy to the cloud

5

Well positioned to capitalize on emerging fee-for-value / population health market

6

Significant cash flow with dry powder for both organic and inorganic growth
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Appendix
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Non-GAAP Reconciliation
Fiscal Year Ended March 31,
2016
2015

(In thousands, except per share data)

Income before provision for income taxes - GAAP

$

6,320

$

35,664

Non-GAAP adjustments:
Acquisition costs, net
Amortization of acquired intangible assets
Amortization of deferred debt issuance costs
Loss on disposition of Hospital Solutions Division and related costs
Securities litigation defense costs, net of insurance
Share-based compensation
Impairment of assets and related wind-down costs*
Other non-run-rate expenses**
Total adjustments to GAAP income before provision for income taxes:

5,648
11,014
258
2,064
(2,147)
3,295
32,832
4,199
57,163

2,923
7,126
3,951
3,471
315
17,786

Income before provision for income taxes - Non-GAAP
Provision for income taxes

63,483
19,362

53,450
15,718

Net income - Non-GAAP

$

44,121

$

37,732

Diluted net income per share - Non-GAAP

$

0.72

$

0.62

Weighted-average shares outstanding (diluted):

61,233

60,849

Note:
* For the three months and fiscal year ended March 31, 2016, impairment of assets and related wind-down costs consists of $32,238 impairment of previously capitalized investment in the NextGen Now
development project and $594 of related wind-down costs.
** For the three months ended March 31, 2016, other non-run-rate expenses consist of $1,145 of professional services costs not related to ongoing core operations, $474 incremental costs related to the
transition of Company executive officers, and $858 of other costs, including severance, retention, and other employee-related costs. For the fiscal year ended March 31, 2016, other non-run-rate expenses
consist of $1,417 of professional services costs not related to ongoing core operations, $1,412 incremental costs related to the transition of Company executive officers, and $1,370 of severance, retention, and
other employee-related costs.
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